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CITY OF LYNCHBURG 

Management’s Discussion and Analysis  

The Management Discussion and Analysis (MD&A) offers the readers of the City of Lynchburg’s financial 
statements a narrative overview and analysis of the financial activities of the City for the fiscal year ended 
June 30, 2002.  The information presented here should be considered in conjunction with additional 
information provided in the letter of transmittal. 

 

FINANCIAL HIGHLIGHTS 

• The assets of the City exceeded its liabilities at June 30, 2002 by $275.4 million (net assets).  Of this 
amount, $35.3 million is unrestricted and may be used to meet the City’s future obligations. Of the 
$35.3 million unrestricted assets, $20.9 million is related to governmental activities, which includes the 
General Fund.  Of the $20.9 million unrestricted assets, $18.0 million is undesignated and available for 
future General Fund expenditures.  The $14.4 million remaining balance of unrestricted assets is 
related to Business-type activities, which include the City’s enterprise funds (Water, Sewer, Airport, 
Solid Waste Management Operation).  

 
• The unreserved, undesignated fund balance for the General Fund represented 15.6 percent of total 

General Fund revenues compared to the Council-adopted target of 10 percent. 
 
• In comparis on with the prior fiscal year, the City’s total net assets increased $7.0 million from $268.4 

million.  Net assets of governmental activities decreased $1.0  million from $154.9 million and net 
assets of business-type activities increased $8.0 million from $113.5 million.    

 

• During FY 2002, the City’s total debt increased by $8.8 million from $194.7 million to $203.5 million.  
New debt in the amount of $27.0 million was issued while $18.2 million was retired.  

 

OVERVIEW OF THE FINANCIAL STATEMENTS 

The Management Discussion and Analysis serves as an introduction to the City’s basic financial statements 
which are the government-wide financial statements, fund financial statements, and notes to the financial 
statements. Required supplementary information is als o included in this report. 

For the past 20 years, the primary focus of local government financial statements has been summarized 
fund type information on a current financial resource basis to provide short-term information about the 
City’s overall financial status. This approach has been modified with issuance of the Governmental 
Accounting Standards Board (GASB) Statement 34. The City’s financial statements now present two kinds 
of statements, each with a different snapshot of the City’s finances. The new focus is on both the City as a 
whole (government-wide) and the fund financial statements (General, Water, Sewer, Airport, and Solid 
Waste Management Funds). The government-wide statements, which are new, provide both short-term and 
long-term information about the City’s overall financial status. The fund financial statements, which have 
been provided in the past, focus on individual parts of the City government, reporting the City’s operations 
in more detail than the government-wide statements. Both perspectives (government-wide and fund) allow 
the reader to address relevant questions, broaden the basis of comparison (year to year or government to 
government) and enhance the City’s accountability. 
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GOVERNMENT-WIDE FINANCIAL STATEMENTS   

The government-wide financial statements, similar to those used by private-sector companies, report 
information about the City as a whole. One of the most important questions asked about the City’s finances 
is “Is the City as a whole better off or worse off as a result of the year’s activities?” The Statement of Net 
Assets and the Statement of Activities, which are the government-wide statements, report information 
about City finances as a whole and about its activities in a way that helps answer this question.  These 
statements include all assets and liabilities using the accrual basis of accounting, which is similar to the 
accounting used by most private-sector companies.  All of the current year’s revenues and expenses are 
taken into account regardless of when cash is received or paid. These statements combine and consolidate 
short-term, spendable resources with capital assets and long-term obligations. 

The Statement of Net Assets and the Statement of Activities report the City’s net assets and changes in 
assets. One can think of the City’s net assets – the difference between assets and liabilities – as one way to 
measure the City’s financial health, or financial position. Over time, increases or decreases in net assets 
help determine whether the City’s financial position is improving or deteriorating. 
 
In the Statement of Net Assets and the Statement of Activities, the City is divided into the following: 
 
Governmental activities – Most of the City’s basic services are reported here: general government, police, 
fire, public works, health and human services, parks and recreation, community development. Primarily, 
property taxes, other taxes and intergovernmental revenue finance most of these activities. 
 
Business-type activities  - The financial activity of the water, sewer, airport and solid waste activities are 
reported here.  The City charges a fee to customers to help cover all or most of the cost of services provided 
by these activities. 
 
Component units – The City also includes three separate legal entities in its report – the City of Lynchburg 
School Board, the Greater Lynchburg Transit Company, and the Business Development Centre Inc. While 
these represent legally separate entities, their operational or financial relationship with the City makes the 
City financially accountable.   

The Government-Wide financial statements can be found on pages 4-5 of this report. 

 

FUND FINANCIAL STATEMENTS    

Traditional readers of government financial statements will find the fund financial statement presentation 
more familiar. The focus is now on the City’s most significant funds.  A fund is a grouping of related 
accounts that is used to maintain control over resources that have been segregated for specific activities or 
objectives.    The City uses fund accounting to ensure and demonstrate fiscal accountability.  The City uses 
governmental, proprietary, and fiduciary fund financial statements to provide more detailed information 
about the City’s most significant funds rather than the City as a whole. 

The City has three kinds of funds: 

Governmental Funds   

Governmental funds are used to report most of the City’s basic services. The funds focus on  (1) cash and 
other financial resources that can be readily converted to cash flow in and out and (2) balances left at year-
end that are available for spending.  Consequently, the governmental fund statements provide a near or 
short-term view of the City’s finances that helps the reader determine whether there are more or less 
financial resources that can be spent in the near future to finance City programs.  Because this information 
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does not encompass the additional long-term focus of the government-wide statements, additional 
information is provided at the bottom of the governmental funds statement that explains the relationship (or 
differences) between them.  

The basic Governmental Funds financial statements can be found on pages 6-10 of this report. 
 
Proprietary Funds   

Proprietary funds are used to report the same functions presented as business-type activities in the 
government-wide financial statements. Proprietary funds are classified as either enterprise or internal 
service funds. An enterprise fund may be used to report any activity for which a fee is charged to external 
users for goods or services. Internal service funds are used to account for goods and services provided on a 
cost reimbursement basis from activities within the government. The City maintains five proprietary funds.   
The City uses enterprise funds to account for its airport, water, sewer, and solid waste operations. The City 
uses an internal service fund to account for its fleet services.  Because fleet services predominantly benefit 
governmental rather than business-type functions, the internal service fund is included within governmental 
activities in the government-wide financia l statements. 

The basic Proprietary Funds financial statements can be found on pages 11-13 of this report. 

Fiduciary Funds    

Fiduciary funds are used to account for assets held by the City in a trustee capacity or as an agent for 
others.  Activities from fiduciary funds are not included in the government-wide financial statements 
because the City cannot use these assets for its operations. The accounting for fiduciary funds is much like 
that used in proprietary funds in that the City cannot use these assets  for its operations.  

The basic Fiduciary Fund financial statement can be found on page 14 of this report. 

Notes to the financial statements  

The notes provide additional information that is essential to a full understanding of the data provided in the 
government-wide and fund financial statements.   

The notes to the financial statements can be found on pages  15-43 of this report. 

Other information  

In addition to the basic financial statements and accompanying notes, this report also presents certain 
required supplementary information concerning the City’s progress in funding its obligation to provide 
pension benefits to its employees.   

Required supplementary information can be found on page 44 of this report. 

The Combining Statements for Non-major Governmental Funds and Special Revenue Funds can be found 
on pages 45-52 of this report. 
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GOVERNMENT-WIDE FINANCIAL ANALYSIS  

Statement of Net Assets  The following table reflects condensed information on the City’s net assets:  

                      Summary of Statement of Net Assets
                                 as of June 30,2002
                                     (in millions)

Component Component 
Governmental Business-Type Total Primary Unit Unit

Activities Activities Government School Board Transit
Current and other assets $36.7 $29.2 $65.9 $15.5 $0.4
Capital Assets 211.6 218.0 429.6 9.4 5.9
      Total Assets 248.3 247.2 495.5 24.9 6.3
Long-term debt outstanding 88.4 123.0 211.4 2.6 -                
Other liabilities 6.0 2.7 8.7 9.4 0.3
       Total liabilities 94.4 125.7 220.1 12.0 0.3
Net Assets
       Invested in capital assets,
           net of related debt 127.8 106.0 233.8 6.7 5.9
       Restricted 5.2 1.1 6.3 1.9 -                
       Unrestricted 20.9 14.4 35.3 4.3 0.1
             Total net assets $153.9 $121.5 $275.4 $12.9 $6.0

 
 

The City’s combined net assets increased from $268.4 million at June 30, 2001 to $275.4 million at June 
30, 2002 primarily due to an increase in capital assets in business-type activities. The majority (83 percent) 
of the City’s net assets of governmental activities is invested in capital assets (streets, drainage, 
construction in progress, buildings, equipment, etc.).  The capital assets are net of the outstanding principal 
of the debt associated with their acquisition.  These assets are not available for future expenditures since 
they will not be sold. The City has a strong financial position with 13 percent of net assets unrestricted and 
available for providing services to the citizens of the City. The component unit School Board net assets 
increased by $7.6 million primarily as a result of a net $6.2 million capital contribution from bond proceeds 
received by the City and allocated to the School Board. 

The net assets of the City’s business-type activities are $121.5 million, an increase of $8.0 million. The 
increase is a result of investment in capital assets of the Sewer Fund.  As with the governmental activities, 
the majority (87 percent) of the net assets is invested in capital assets.  The City uses these assets to provide 
services to the citizens.  The unrestricted net assets of the business-type activities were $14.4 million at 
June 30, 2002.  
 



 3e 

Statement of Activities The City’s total revenues and expenses for governmental and business-type 
activities are reflected in the following chart: 
 
 

       Statement of Activities
         Changes in Net Assets

                      For the Fiscal Year Ended June 30,2002
             (in millions)

Total Component Component
Governmental Business-type Primary Unit Unit

Activities Activities Government School Board Transit

Revenues:
Program Revenues:
     Charges for services $9.8 $27.0 $36.8 $1.7 $0.9
     Operating grants & contributions 26.7 0.5 27.2 41.6 1.6
     Capital grants and contributions 3.0 7.6 10.6 0.2 3.6
General Revenues:
      Property Taxes 44.7 -                       44.7 -                     -                   
      Other Taxes 37.4 -                       37.4 -                     -                   
       Unrestricted intergovernmental 8.6 -                       8.6 -                     -                   
       Interest 1.0 0.9 1.9 -                     -                   
       Miscellaneous 3.1 0.1 3.2 0.4 -                   
      Transfers 1.3 -                       1.3 -                     -                   
       City appropriation -                        -                       -                     39.1 0.6
               Total Revenues 135.6 36.1 171.7 83.0 6.7       
Expenses:
       General Government 13.4 -                       13.4 -                     -                   
        Education 39.8 -                       39.8 75.4 -                   
        Judicial 3.5 -                       3.5 -                     -                   
        Health and human services 19.1 -                       19.1 -                     -                   
        Public Safety 28.9 -                       28.9 -                     -                   
        Public Works 17.9 -                       17.9 -                     -                   
        Community Development 6.4 -                       6.4 -                     -                   
        Cultural and recreational 2.1 -                       2.1 -                     -                   
        Non-departmental 3.3 -                       3.3 -                     -                   
        Debt service-other 2.3 -                       2.3 -                     -                   

Transfers -                        1.3                     1.3
        Transit -                        -                       -                     -                     4.0
        Water -                        8.1 8.1 -                     -                   
        Sewer -                        10.7 10.7 -                     -                   
        Airport -                        3.2 3.2 -                     -                   
        Solid Waste Management -                        4.8 4.8 -                     -                   
               Total Expenses 136.7 28.1 164.8 75.4 4.0
 Change in net assets (1.0) 8.0 7.0 7.6 2.7
Net Assets Beginning of Year 154.9 113.5 268.4 5.3 3.2
Net Assets End of Year $153.9 $121.5 $275.4 $12.9 $5.9  

 
 
Governmental Activities 
 
Revenues 
 
For FY 2002, revenues from governmental activities totaled $135.6 million. General Revenues, specifically 
Property Taxes and Other Local Taxes, are the largest components of revenues (62 percent). Real Estate 
Tax revenues, the City’s largest single source of revenue, were $29.8 million.  The City received a total of 
$14.7 million from Personal Property Taxes, which is comprised of taxes on individual automobiles, 
business personal property, and machinery and tools, the second largest revenue source.  Of the $14.7 
million, the City received reimbursement from the Commonwealth of Virginia of $5.4 million for taxes on 
individual automobiles.  Under the provisions of the Personal Property Tax Relief Act of 1998 (PPTRA), 
the State’s share is based on 70 percent of the individual taxpayers automobile levy.   
 
Other Local Taxes includes revenue from Local Sales, Consumer Utilities, Business Licenses, and Meals 
taxes. Local Sales Tax revenues were $11.9 million for FY 2002.  In spite of the economic downturn, Sales 
Tax and Meals Taxes increased slightly during the current year. In contrast, Business License and 
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Consumer Utility Tax revenues declined. The combination of these revenue sources resulted in a slight 
overall increase in revenue from Other Local Taxes for FY 2002. 
 
During FY 2002, the City received $35.3 million in operating grants, contributions and unrestricted 
intergovernmental revenue from the Commonwealth of Virginia.  Of the amount received, $8.6 million (6 
percent) was unrestricted revenue.  The major components of the unrestricted intergovernmental revenue 
were $5.4 million for the City’s PPTRA reimbursement and $2.4 million in HB 599 funds from the 
Commonwealth of Virginia. 
 

Revenue by Source-Governmental Activities 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Expenses 
 
For FY 2002, expenses for governmental activities totaled $136.7 million, which included budgeted 
increases for employee compensation and payments for education to the Lynchburg City School Board 
(Schools).  As a result of the GASB 34 financial reporting requirements, depreciation expense replaces 
retirement of principal on long-term debt and is allocated to governmental activities. 
 
The City’s five largest funded programs are local support for education, public safety, health and human 
services, parks and recreation, and public works.  Education continues to be one of the City’s highest 
priorities and commitments.  The City’s operating subsidy to the Schools totaled $31.2 million.  In 
addition, the City contributed $9.6 million to the Schools for capital project expenses. 
 
For governmental activities, the Statement of Activities on page 5 shows that $9.8 million was financed by 
those receiving services, $26.7 million from operating grants and contributions, $3.0 from capital grants 
and contributions, with the City’s general revenues financing $96.1 million of the remaining program 
expenses.  The graph below shows the program expenses and program revenues generated by governmental 
activities.   
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Program Expenses and Program Revenues - Governmental Activities 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Business-type Activities 
 
The City’s business-type activities are comprised of enterprise funds for water, sewer, airport, and solid 
waste management operations.  Net assets of these business-type activities increased by $8.0 million.  Of 
the $8.0 million increase, $6.4 million was due primarily to capital construction related to the correction of 
Combined Sewer Overflow (CSO) and $1.2 million of capital costs at the Lynchburg Regional Airport.  At 
June 30, 2002, total net assets for business-type activities was $121.5 million of which $14.4 million was 
unrestricted and available to provide funding for future operations.  
 
Revenues:   
 
Revenues for all business-type activities totaled $36.1 million of which 75 percent is from charges for 
services and 21 percent from capital grants and contributions, the majority of which was for CSO 
correction activities . 
 

Revenues by Source - Business-type Activities 
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Expenses: 
 
Expenses and transfers totaled $28.1 million. 
 

Expenses and Program Revenues - Business-type Activities 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The City’s Proprietary Funds provide the same type of information found in the government-wide financial 
statements for business-type activities but in more detail. Please refer to Financial Analysis of the Fund 
Financial Statements-Proprietary Funds section of the MD&A for a more detailed analysis of the major 
funds that make up business-type activities. 
 
Component Unit - School Board 
 
The net assets of the School Board increased $7.6 million, primarily related to $6.2 million of construction 
costs financed by the City through the issuance of long-term debt. 
 
Component Unit – Greater Lynchburg Transit Company 
 
The net assets of the Greater Lynchburg Transit Company increased $2.7 million, primarily related to 
capital costs financed by Federal and State grants. 
 
 
FUND FINANCIAL ANALYSIS 
 
Governmental Funds  
 
Governmental Funds include the General Fund and Other Governmental Funds, which is compris ed of the 
Special Revenue Funds and Capital Projects Fund. The focus of the City’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of spendable resources. Such information is 
useful in assessing the City’s financing requirements. In particular, the unreserved fund balance may serve 
as a useful measure of a government’s net resources available for spending at the end of the fiscal year.  
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• At the end of FY 2002, the City’s governmental funds reported a combined fund balance of $25.1 

million.  
 
• Of the combined fund balance, $18.6 million constitutes unreserved fund balance, $18.0 million for the 

General Fund and  $0.6 million for Other Governmental Funds, which is available for spending at the 
government’s discretion.  

 
• The $0.6 million unreserved balance for Other Governmental Funds was comprised of the balances in 

the Special Revenue Funds, the details of which can be found on pages 49-50 of this report.  
 
• Of the combined fund balance, $6.4 million is designated to indicate that it has already been 

committed. The balance is comprised of $5.6 million in specific designations, the details of which can 
be found in Footnote 10 to this report, and  $0.8 million for outstanding encumbrances at FY 2002 
year-end. 

 
General Fund 
 
The General Fund is the chief operating fund of the City.  At the end of FY 2002, the undesignated fund 
balance was $18.0 million The undesignated fund balance represents 15.6 percent of total General Fund 
revenues, which compares very favorably to Council’s adopted financial policy target of 10 percent.  The 
following graph presents General Fund summary financial information for the past five years.   
 

Five Year General Fund Financial Summary 
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FY 2002 General Fund Budgetary Highlights 

 

 Original 
Budget   

 Amended 
Budget             Actual         

Variance  
Amended 
vs. 
Actual

                        
Revenues
  Taxes $84.3 $84.2 $79.9 ($4.3)
  Intergovernmental 20.7          21.3          26.5          5.2         
  Other 9.3            8.3            9.1            0.8         

          Total                            114.3        113.8        115.5        1.7         

Expenditures and Transfers
  Expenditures 78.9          80.3          78.6          1.7         
  Transfers 35.1          36.8          35.5          1.3         

          Total 114.0        117.1        114.1        3.0         

Change in Fund Balance $0.3 ($3.3) $1.4 $4.7

FY 2002 (in millions)

 
 
Actual revenues and other financing sources exceeded expenditures and other financing uses by $1.4 
million in the General Fund. 
 
Actual revenues exceeded the amended budget by $1.7 million. The City received $5.4 million from the 
Commonwealth of Virginia Personal Property Tax Relief Assistance Program for reimbursement of 
approximately 70 percent of automobile personal property taxes paid by individuals.  As noted by the 
above budget summary, actual revenue from taxes was $4.3 million less than the amended budget and $5.2 
million more for intergovernmental sources.  In the FY 2002 budget, the estimated amount to be received 
from this source of revenue was categorized as taxes rather than intergovernmental revenue.  The $1.7 
million revenue increase over the amended budget is attributable primarily to higher than anticipated: 
 

• Local sales taxes of $1.0 million 
• Bank stock and lodging taxes of $0.2 million 
• Building inspection fees and miscellaneous revenue of $0.2 million 

 
Expenditures and transfers were $3.0 million less than the FY 2002 amended budget.  These expenditure 
savings were attributable primarily to unexpended appropriations for: 
 

• $0.2 million for debt service 
• $0.3 million for information technology  
• $0.6 million reduced transfers primarily related to Schools debt savings 
• $0.6 million  related to health and human services 
• $0.9 million for public works expenses. 

 
Each year City Council appropriates funds for a contingency reserve. For FY 2002,  $0.9 million was 
appropriated. Maintaining strong discipline, City Council appropriated  $0.5 million from the contingency 
reserve primarily for public safety, health and human services, transportation and technology needs.  The 
remaining $0.4 million was returned to fund balance as unexpended funds for FY 2002. 
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During FY 2002, City Council approved budget amendments of  $3.1 million to the original budget of $114 
million, resulting in an amended budget of $117.1 for the following purposes: 

• Appropriated $0.5 million related to encumbrances established prior to the end of FY 2001.  

• Appropriated $0.4 million for economic development initiatives and $0.1 million for health and human 
services grants. 

• Appropriated $0.9 million from FY 2001 unexpended appropriations for technology initiatives and 
completion of the Comprehensive Plan. 

• During each fiscal year, management reviews current year expenditures and revenue collection patterns 
and presents to City Council a third quarter budget amendment. For FY 2002, $1.2 million was 
appropriated for third quarter adjustments and was comprised of the following: 

• $0.2 million for increased Airport security resulting from the events of  September 11, 2001 with 
reimbursement expected in the ensuing fiscal year 

• $0.5 million to assist in the relocation of the Lynchburg Redevelopment and Housing Authority to 
provide space for construction of a new downtown post office and Federal court building 

• $0.3 million for the Riverviews Downtown Redevelopment Project 

• $0.2 million for increased health care claims  

 
Proprietary Funds    
 
The City’s proprietary funds are comprised of water, sewer, airport, solid waste management, and fleet 
services.  The City accounts for the water, sewer, airport, and solid waste management as enterprise funds 
and fleet services as an internal service fund. In the budgetary management of the enterprise funds, the City 
has chosen to budget for principal retirement on long-term debt rather than depreciation. Further, the City 
uses two key financial indicators to ensure the financial stability of its enterprise funds: debt coverage and 
fund balance ratios. Debt coverage is defined as the number of times debt service for the related fund is 
covered by net income adjusted for depreciation. 

Water Fund 

The Water Fund ended FY 2002 with unrestricted assets of $5.8 million, which was available to fund future 
expenses. After adjusting expenses for principal retirement on long-term debt and depreciation, the 
unrestricted net assets are 76 percent of adjusted expenses, which compares very favorably to Council’s 
financial policy target of 40 percent. Additionally, the debt coverage ratio was 1.32, which compares very 
favorably to Council’s-adopted financial policy target of 1.2. 
 
Sewer Fund 
 
The Sewer Fund ended FY 2002 with unrestricted assets of  $4.0 million, which was available to fund 
future expenses. The Council-adopted financial policies for the sewer fund reflect the requirements of the 
Special Order for Combined Sewer Overflow (CSO) control, as described in Footnote 18 to this report. 
After adjusting expenses for principal retirement on long-term debt and depreciation, the unrestricted assets 
were 25 percent of FY 2003 budgeted expenditures. Additionally, the debt coverage ratio was 1.2, which is 
consistent with Council’s adopted financial policy target of 1.2. 
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Airport Fund 
 
The Airport Fund ended FY 2002 with a deficit in unrestricted net assets of  $.2 million.  Because of the 
subsidy provided from the general fund, the Council-adopted financial policies are not applicable to this 
fund. 
 
Solid Waste Management Fund  
 
The Solid Waste Management Operations Fund ended FY 2002 with unrestricted assets of  $4.9 million, of 
which $2.4 million was designated for landfill closure with the balance of $2.5 million available to fund 
future expenses. After adjusting expenses for principal retirement on long-term debt and depreciation, the 
unrestricted net assets were 52 per cent of adjusted expenses, which compared very favorably to Council’s 
adopted financial policy target of 40 percent. Additionally, the debt coverage ratio was 1.35, which 
compares very favorably to the Council-adopted financial policy target of 1.2. 
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 

Capital Assets 
 
The primary government investment in capital assets as of June 30, 2002 for its governmental and business-
type activities was $429.6 million, net of depreciation, as reflected in the schedule below.  Included in the 
governmental activities is $30.3 million for School Board buildings and improvements owned by the 
primary government.  The School Board had additional assets not owned by the primary government of 
$9.3 million.  The Transit Company had $5.9 million in capital assets.  
 

Capital Assets June 30, 2002 (net of depreciation in millions) 
 

Total Component Component
Governmental Business-type Primary Unit Unit

Activities Activities Governmant School Board Transit

Land and improvements $6.3 $10.4 $16.7 1.0 0.1
Buildings and improvements 52.0 21.7 73.7 2.1 0.3
Infrastructure 111.4 139.9 251.3 0.4 0.1
Machinery and equipment 8.9 4.6 13.5 5.8 5.2
Construction in Progress 33.0 41.4 74.4 -                  0.2
Total $211.6 $218.0 $429.6 $9.3 $5.9  

 
The City added $53.8 million, in net assets for FY 2002.  Major additions to capital assets during the 
current fiscal year included the following (in millions): 
 
Combined Sewer Overflow (CSO) replacement projects, financed by Virginia Revolving 
Loans Fund  (VRLF), State and Federal CSO grants, general obligation bonds 
  

$10.4 

Campbell Avenue bridge replacement, financed by Virginia Department of Transportation 
(VDOT) grants 

 

    2.1 

Sheffield Elementary School Renovations, financed by a Virginia Public School Authority 
loan. 
 

    4.0 

Construction in progress  
 

  35.9 
$52.4 
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Construction in progress included the Wastewater Treatment Plant Odor Control project, additional CSO 
abatement projects, renovation of Linkhorne Middle School, renovation of the baseball stadium, a variety 
of street, bridge, water, sewer, recreation projects, and construction of the Enterprise Drive extension in the 
Wyndhurst development. 
 
Detailed information on the City’s capital assets can be found in Footnote 7 to this report. 
 
Long-term Debt   
 
At the end of FY 2002, the City’s total outstanding debt was $203.5 million, with $119.6 million of 
business-type activities debt supported by the individual funds, resulting in net bonded debt of 
governmental activities of $83.9 million.  Capital leases are included in outstanding debt while liabilities 
for vacation pay, workers compensation, and landfill closure liability were excluded. 
 

Governmental Business-type
Activities Activities Total 

General Obligation Bonds $71.9 $63.5 $135.4
Revenue Bonds - 56.1 56.1
Lease Revenue Bonds 2.4 - 2.4
Literary Loans 0.3 - 0.3
Bond Anticipation Notes 9.3 - 9.3

Total $83.9 $119.6 $203.5

June 30, 2002
(in millions)

City of Lynchburg's Outstanding Debt
General Obligation and Revenue Bonds

 
 
During FY 2002, the City retired $18.2 million of outstanding principal and issued $27.0 million of new 
long-term debt. Included in the new debt was a $7.5 million Bond Anticipation Note for the renovation of 
Linkhorne Middle School and $13.9 million in self-supporting debt for enterprise funds with the balance, 
$5.6 million, for various governmental public improvements.  

The City’s general obligation bonds continue to maintain a Aa3 rating from Moody’s Investors Service, a 
AA rating from Standard and Poor’s Rating Service and a AA rating from Fitch Investors. A City Council-
adopted policy provides that tax-supported debt should not exceed 5 percent of net assessed valuation of 
taxable property in the City. As of the end of FY 2002, outstanding tax-supported debt was 2.35 percent of 
net assessed valuation. 

Detailed information on the City’s long-term debt can be found in Footnote 8 to this report. 
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ECONOMIC FACTORS 

The City’s unemployment rate for June 2002 was 6.2 percent, which was 2.1 percent more than the same 
period in FY 2001. This compares to the State’s unemployment rate of 4.3 percent and the national average 
rate of 5.9 percent for June 2002. 

The City is a regional commercial center that has seen recent growth in the retail sector due to the opening 
of several big box retailers and national restaurant chains. While the events of September 11, 2001 
impacted the U.S. economy, through FY 2002, the City’s sales tax revenue finished the fiscal year about 
$1.0 million more than the FY 2002 budget.  

The City has experienced growth with the expansion of existing industries. These expansions are partly the 
result of the City’s economic development initiatives, which given the loss of some major employers, are 
focused on encouraging firms already located in the City to remain and expand their facilities. Economic 
development initiatives include the development of two publicly owned industrial parks, the creation of a 
small-business assistance center with loans and low-cost office space, and the use of various targeted 
incentives including subsidized land and infrastructure and cash grants. 

A number of redevelopment efforts were underway in the downtown business district including the 
renovation of two existing historical structures, one to provide office space for the City’s Department of 
Human Services and one to provide residential condominiums, art space and retail operations for 
individuals with a portion dedicated for commercial use. 

For FY 2003, the adopted General Fund Budget included a 2 percent compensation adjustment for 
employees of the City and the Lynchburg School Board and maintained the current tax rates. Water and 
Sewer rates were increased 7 percent with most of the increase directed toward continuation of the CSO 
correction program. 

Although the City’s Water, Sewer and Solid Waste Funds achieved or exceeded Council’s financial policy 
targets, the Sewer Fund continued to be financially challenged to meet these targets. Although the financial 
policies require rate reviews at a minimum of every two years, water and sewer rates are reviewed annually 
with necessary changes implemented at the beginning of each fiscal year. 

 
 
Requests for Information 

This financial report is designed to provide a general overview of the City’s finances for all those with an 
interest in the City’s finances.  Questions concerning any of the information provided in this report or 
requests for additional financial information should be addressed to the Director of Financial Services, City 
of Lynchburg, P.O Box 60, Lynchburg, VA. 24505 or via e-mail at mike.hill@lynchburgva.gov. 
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